SENATE BILL REPORT

SSB 6129
As Passed Senate, February 11, 1998

Title: An act relating to allowing continued use of pollution control tax credits after facilities
have been modified to maintain effective pollution control.

Brief Description: Allowing continued use of pollution control tax credits after facilities are
modified to maintain effective pollution control.

Sponsors:. Senate Committee on Agriculture & Environment (originally sponsored by Senators
Swecker, Fraser and Winsley; by request of Department of Ecology).

Brief History:
Committee Activity: Agriculture & Environment: 1/13/98, 1/22/98 [DPS].
Passed Senate, 2/11/98, 45-0.

SENATE COMMITTEE ON AGRICULTURE & ENVIRONMENT

Majority Report: That Substitute Senate Bill No. 6129 be substituted therefor, and the
substitute bill do pass.

Signed by Senators Morton, Chair; Swecker, Vice Chair; Newhouse, Oke and
Rasmussen.

Staff: Kari Guy (786-7437)

Background: Tax credits for air and water pollution control facilities may be granted to
facilities constructed to meet the purposes of the Washington Clean Air Act or the state
Water Pollution Control Act.

To qualify for atax credit, afacility must have applied for a certificate from the Department
of Revenue before November 30, 1981. The application must include the specifications,
costs, and operating procedures for the control facility. All applications must be approved
by the appropriate control agency prior to approval by the Department of Revenue. The
appropriate control agency may be the Department of Ecology or a local or regiona air
pollution control agency.

Once a certificate is issued, atax credit equal to 2 percent of the cost of the facility may be
claimed against the business and occupation tax, the use tax, or the public utility tax. The
cumulative total of the tax credit may not exceed 50 percent of the total cost of the facility.

The Department of Ecology may revoke the certificate if the certificate holder fails to

operate the facility for the purposes specified by the appropriate control agency. If a
certificate is revoked, all past tax credits are immediately due and payable with interest.
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If a facility is modified or replaced, the holder of the certificate must apply for a new
certificate. The new application must have been made before November 30, 1981.

It has been suggested that the 1981 deadline for reapplying for a certificate when a facility
is modified may create a deterrent to upgrading existing pollution control facilities.

Summary of Bill: A holder of a certificate for tax credits for a pollution control facility is
not required to apply for a new certificate when the facility is modified. The certificate for
atax credit may not be revoked if:

* The pollution control facility is modified or replaced, but still operated for the purpose
of air or water pollution control;

* The pollution control facility is modified or removed as a result of a change in process,
and the modification results in continued compliance with air and water pollution control
laws;

* The plant, or part of the plant, in which the pollution control facility is located ceases
operations, and the cessation of operation results in adequate compliance with air and
water pollution control laws; or

» The plant is altered, and the alteration results in adequate compliance with air and water
pollution control laws.

Appropriation: None.

Fiscal Note: Requested on January 5, 1998.

Effective Date: Ninety days after adjournment of session in which bill is passed.
Testimony For: This bill removes the financia disincentive to upgrade pollution control
equipment. Thiswill help keep business on the leading edge of pollution control technology.
Testimony Against: None.

Testified: Jerry Theilen, Department of Ecology (pro); Scott Hazlegrove, Association of
Washington Business (pro).
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